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Affin tf ffi ■fbh'fltat?_',rifafSiAilto W;-^ 

(finances ©f th* Cb«at^@svW,'!it®^^P^»*»ß^^^^ 
by B. Butakbr« ¥♦ 'Böehkewt and' 1. SBureX*-« Moscow, .21 KOT« 
ssber 1959* pag@s 23^332«|     ft^/Cuu ^ /j^/i, 

.Äffet the liberation, of Korea .by th© Soviet ArB$c from oppress» '? 
pr, by the Japanese colo»iai: 'r-tgi»©^ thä'lD&resn people proceeded to    : i 
«Gild their ■People'« Eteocratic^ti^i^,  .Stich eMeavorwas possible in. 1* 
fee 'northern part of the /country- only» as the ^^^v;;Bi^#.'-aBti:-pedpl@   •: 
flLiqas became, ensconced in the southern-'part-'of ■the'-.'^tuit?yi which «as ;. 
iti|jject©dt© American occttpaiion, '■''>■-''■■'' -'■'•''/:""■':<'! 

■'' An agrarian reform was conducted In North Koriay-. .Xnt&satiryy, •    ; 

jyanspoirtation, coramffiications. and'b^u&s,.'which formerly.b$ie«#jd to :•.'• 
lbs Japanese and to .the,traitors, .vere-'ft&1^.bMliai6dv.-;,As'a ros«lt: of '... .■■ 

? foese measures n^'-production relatidnshipa were created.Iß the vill-.. t 
• .g® and a People's Government.sector was established .in.industry,, which- 

< «caste'a lee.d5.ng force tä--thfe.,4fe^elö|feent of the .feconoffiy» - ■ ]. 
, the '-principal task ef'the People's '.Government in the.sphera-of '-! 

•   «schemics was -the consolidation and'-expansion of the socialist.strtic-' .'. 
aaire'.within the'national econotty and'an emphasised develepw^t'-of 
«ävy industry as a basis for the country's iMepeodeace'and-il»,.'streng- 
•h&oing'of 'its 'defensive ■capabilities'. ■ Of ijnportanca in the;, resolut!'** 
.£ this problem was the'introduction' of a planßlng sjbim■±ii'''^9h7 in' 
he national economy*. ,        ■■'■'■" " ■ '■ •1;;.yv."' ~:.   }: 

As a remxlt of ih&'reforms.» the People's'uonocratic State was'.''•:-,} 
ible to attain considerable economic success' dtsring the .first'years;of"i 
,te .existence,".- Towards the end of 19k9 the;Jnost important -branches '/.;•. 
if • the''national eeonowy of the Korean.,Bq^p|'s üeaocratic Republic ••'■;.; j: 

scceeded the 19l}U gross pj^tict'ipi!i:'^#V^15^^;j*^chwas the highest. 
thieved by the industry before- tha'-copiritr^.'wa^; liberated.'v.- -- i 

The mned:attack on' th© Korean; Pecpie1'® vßeffiocratic Repiblic ' •;. 
»y th© American imperialists- and by :the..%igis«n K&&® 'eltqu* in'If|0 ' .■ '; 
jxberrupted..the peaceftil'creative work" of the Korean, people» -.Tb*":.- , ■■; 
toree year war' (■L9$Q<-19$3) brcmght '|reat' destsmctlofe to the national'. | 
{Conos^- and-caused incalculable damage; to ttee ■ population .• ^According I 
K> laccKpIete data tber dk»p:caia^ä:;:to the KK3E. (lorcy^caya ..Harodno« .'!; 
tedkraticheskaya RespublÖfe':'»-/KoS*^äi People's. Bessocratic HetAiblic) ; 
ecceeded li®-billion won <£n -t^wte"-of -the: old"currency).*.... .O^er';..-.. ; .. '■ 
1,700 plant and factory' bnlldiÄ'ga were destroyed;. 600,000. dwellingss\ .. 
KiOtmtinit- to -an. area 'off 28^000,000 ''iQtiire- E»ters j .over 5j00Q schools* :j 
acre than onfe thoiasandvhosi?itals ^d'mcdle'ai'-'.'poihtö' as weHas'.thon-' "| 

I 
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\ sands of various -.lyobiic gildings were also destroyed«, ■ Cities were  j • 
\ reduced to nibble.    .:'•■'•. ".■"'"!' 
\ After-ecasslet&ag the 3!hree Year Plan for the Restoration and . ]■■ 
j Development of the National Economy (195U-1956)»- the KNÜ& not only  .; 
I attained the prewar production level, but exceeded it in many branches' ■: 
:, of its industry*., . "     ■ | 
j ■    The successful .fulfillment of -the Three Year Plan and the    j 
I Creation of a necessary raaterial-tdchniCal basis insured-the jfresenee'/', 
I of conditions needed for long rähgjS economic planning am&^k'-i957»  ,  j 
| permitted the Korean-'people to start, the First Five Tear Plast for ifee : 
I lkmH.&m&& of th*'Rational Economy of the Bepablic ;.(195?-i96l}» which- 
| is directed at buiMing afiseclalist foundation« The First Five Year !.; 
| Elan is directed at iaiiiating ■ an. extensive development of heavy j 
| industry j an increase in thei output of the light industries. and that -\ 
\ of agricultural production -as well as the completion of eüoperativiz» ; 
| ation iß agriculture in order to accelerate the building of socialisr 
I in the northern part of the country and to significantly raise tto . 
j material and cultural levels of the people* [ 
I     The democratic financial system»-created-daring the; first years! ■ 
I of the People's Government,perforced an important role in the establish« 
i went of the new social order and. a system of-planned.direction of'-"''"''", 
j the, eepnomic|:d.s;&'aloBBJ®Kt r.^::the government, —«-..-       ,. \ 
\ The basic -financial- plan of the cou&try is the' state budget of | 
! the KHDR. ^consolidating its revenue» fro« various sectors of the j 
! eeonoffiyj by means of the budget* the government distributes and re- ! 

■! distributes -it tocording to a plan,basing itself on the problems j- 
I of .wide scale production., a steady rise in the material and cultural ; 
! level of the -workers and' the strengthening of its defense capabilities! 
j The state budget occupies a decisive position in the voafc of building, j 
' socialism in KNDR. ' . j 
I *5.thia the state budget of the KMDR is a central budget, aB . J 
j insurance budget and local budgets» I» accordance -Kith the adminis- ; 
! trative subdivision of the country* the'budgetary system of E1BR j 
< includes nine provincial budgets and tower city budgets of the provin-. ! 
; eiai level, 'in addition to' the central budget, "-■'.! 

The Supreme People *& -Assembly reviews' and adopts a state budgetf 
\  annually* A single'legislative act establishes the total revenues - j 
! and expenditures :of the state budget and the. size of the basic appro-- \ 
''■■  priations, as well as the subsidies granted from the central budget  i 
f to the provincial and city budgets and deductions from the local   ••; 
-budgets for the central budget, '- '     ■  ! 

People's coirardttees in the provinces, citiess rural areas and 
s districts as well as in villages have their individual budgets. .One 
: of the duties of the people's committees is the compilation of and - ! 

compliance with the local budgets in addition to the collection of 
taxes.      .--.'.■' ■  i 

Successful restoration and a rapid tempo of development of the j 
national economy of KNBR> the brotherly aid extended by the socialist j 
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countries to the Korean People in the elimination of the consequences 
of aggression by the ■toericen^liaperialistä^^ftd by the Id Sung Man 
clique insured a ■rapid -'expansion of the state budget and a - systematic 
exeess of revenues over expenditures. 

The ;SÖ& Budget.of KK£R;#ee Note./ ' 
(s&lliön won) 

f -t 

Year 

1950 

1952 
1953 
19%:   ' 
1955 
1956 
1957 
1958 (ra'fJJMnari %ftO-t3,llmeri* 

1959 (plan) 

1 
1 

Revenues K Expenditures 
,.. j „,„„ T.T.. r..ir.._...,....,. 

t 219.6 '■    199*9 
t 276.8 ■ ' ' .  237.8 
! ii$5.2 '    L02.U 
! 527*3 

1 •  1*96 »0 
» 901*8' . * •■•. ■ 8o6*li 
1 1,081.6 1*006*2 
t 992*$ ! •  956,0 
t 1.251*0 1,022,0 
* 
i 

1*530,0 ■     . 1,315.0 _ 

t 

f 
s,3?5.o 

1  ...*■'  . 

' Excess of revenue! 
* over .expenditures; 

19.7 
39.0 
52.8 
31.3 
9£.V 
75.U 
36.5 

229*0 
215.0 

WuO 

(jyofagjf CcKJpiled on basis of data contained in reports of .- '■ j- 
•Kleister of Finance KNÖE on. state budgets, Jfi&A anA following 
budget data is converted to, the new M>my mtf 1959 £ssueHaI a t 
iweans of comparison. The evnm$£ m <men&ey• ^ras sSohdncted in ] 
February 1959 at a ratio of 100 to 1.) j 

.^venues ofi the State "Budget• • '.' ' '.'..'.- 
| ,   ..The supremacy of Socialist property assures an undeviating and 
I constant expansion of the material basis of the state budget. The 
■ rapid rate of restoration and development of the national econo*ny, 
the introduction of new enterprises, an, increase of the productivity 
of labor, a 'systematic decrease in the cost "of production., a further 
development of the coxmodity. turnover ~- all'cf these factors aid in 
increasing the revenue» An especially'large .-increase in revenue of 
the state budget, slsiost entirely on account of the socialist sector 
of the eeonoiRy, occurred during the last, two years (1958-1959) as: a 
result of the completion of socialist reorganization of the economy 
and a sharp rise in the output of all the branches of the national 
econcaay. In 195S the bugetary revenues increased by 22.3$ by ccsnpar- 
ison with 1957, and in 1959» due. to the further consolidation and a 
renewed upstdng of the socialist econoBsyj, they once again increased 

...J¥.-^?...pc??^*,........... .„.'"''' 
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BMgstary rfeveiiues -through direct"^er^''tl^pö^aÖ^"föi5''i 
i %^°^&U^lr-^11-potion of the overall rmn» receipts «ad W 
I s&ioo&t xs coötanauig to -decrease» ' '   .    ■ ■ r 
I ^ Of importance as a source of budgetary, ramies is aM was the'f 
? S?cf nf~ fC?     ?• 1° ?? S**8* people by «*•<***«■ socialist c<nm-i 
t *ves on rt basis of luvxolable pri.nci.ples of proletarian iirtematian- | 

, ■     "~ '1 ~ ' ySee Kote 7 
Tte 'Eonreäiies of tjhe State Badger" ■ 

■",:';        (ia million wo»)        ■" ' 

xear 

aaioont* . 

I 1955 

|     percent ■. 
r 

! 1956   •    - 
;     asioimt* •« 
j     percent . 

Hewfenues J5PM state 
and CQcperat4w en- '• direct taxes «Aid from ' 
t«rprises'aäd-0coK- *'en the popa-,«socialist 
oadc organ! aatioHs    ' -latic»,-        ■ »eotsn tries 

aaotait» „ 
per cent. * 

amount, * 
parcent , 

tQt', m  (plsa) 
aaotat» * 

h7h 
52-6. 

~71t'8"-" 
■69,1 

736 
7U.1 

1*028 ■ 
82*2 

l,Ii'31 

£„2m 
95*3 

j 

■I 

'*■ 

' t 

« ■ 

I 
. t .. 

5 

8 

J 

I , 

I 

'! .. ' 
■ 8 ■ 

» 
■ 8 

l'' 
■t 

f 

« 

t 

t 

I - 

•t 

!Total 

121 
13.U 

95? ."■ 
9.2 

93 

69 
5.5' 

35 
2.3- 

U7 
2.0 

t 

i 

t 

i 

:'* 

I 

I 

t 

J 

'» 

i 

r 
8 

t 
■ •J • 

I 
J 

. !' 

t 

J 
t 
! 

t 

307 
31*.0 

161* 
■16.5 

l5fe. 

6U 

63 

. .1 

* ":lno.ol 

i 
»1,082 j 
i 100.0' 
i      ; 

! 
1 993,.. 
* 100.0 
i: . ;'•';. 

»1,251. < 
* 100.0!. 
i ■    j 

x      -.  j 

* 1,530 
»'• 100*0 
•'f ■     ! 

* ; 
J2?325 -: 

« loo.o: 

.-cte-/ Based on data, contained in the. budget report of the. < 
Minister of Finance KKDR.) ~ i 
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:     The principal revenue» are yielded by the socialist sector-. 
{ Ovet the indicated f'yeer period revenue from 'the' socialist eeoncaqy 
: increased from i$?lt,öÖO,OÖO s*on in 3.951* to 2,215,000,000 in' 1959,i.e. I 
; by it*? times'; and their proportion in the total budgetary revenues 
; increased accordingly frc©;..^-2.6 percent to 95*3 percent» the priaci- \ 
pal portion, of the bugeta^f'*eceipfcs from the socialist sector is 

I 'comprised of payments Kade'by state enterprises» ■ 
; .' *"  Over the n&m oe'riod -of'time revenue from direct taxes on the : [ 
l people diminished iWä 12i,0ÖÖ,ÖÖÖTiron"to Is?,000,000 won, i.e. by  • ; 
I 2.6' tiaes, and their proportion of :th.e ovsra.il bodgetaaty receipts from 
' l%k percent to 2' percent*'. A certain increase in the absolute -amount ! 

! of taxes la 1959 occurred on accmnt of the local and 'income taxes on 
; the people as a result of a significant increase in the personal- 
\ incomes .of the workers and employees* '■■ 
i '    % w«y of comparison it may be indicated thai- two., thirds of 
!■ the total rev&nue of the South Korean budget consists of direct teures ' 

-i en the population. TMTIW  the 1955-1956 fiscal year toes provided 
! ?6 percent of all budgetary revenue. During the 'four postwar years 
; budgetary tax receipts increased by 5»3 times. . The rate of taxation . 
f in South'Korea is one of the highest in the world. . ' ' 

Beoe-ipts from the socialist sector of the eooftomy:. of the KKDE ; 
; 'are comprised of tax-never taxes, profit taxes,- and other■' rion-tsx rs*. ;. 
! ceipta from the state enterprises and organisations!* of the - trw ■  . ;- 
i «at» tax fte®. the cooperatives and the produce■tax from the agricol- : 
i 'tural cooperatives. .  , 
;     The wain source of receipts for the state budget from .the so- r 
! cialist economy prior to 195?'were the turnover tax, budget differ- 
; eaces and orofit taxes from the state enterprises* (See table 3.) ■ 
I     Ba&getarv revenues in the categories, enumerated above incre'as- i 
i ed over a eix year oeriod from 353,000,000 won to 2,082,000 wen, i.e. ; 
| by $.9 times and their proportion of the total revenue increased from 
1 39*2 oercent to 89*£ percent, ." , 

. During the cotirse of the Three Tear Flan .'the major .source of 
l'*e*«äae consisted of profit taxes levied on state enterprises,- which ; 
:■ contributed £ of the overall budgetary revenue during 19SS-1956« 
i     Taxes "on planned profits by the enterprises and economic organ-«. 
' izations aro collected on. the BUM -vhicfr-repiaina after the. expenses 
! incurred In expanding the basic fund's of ;:the'enterprises are made, 
■ accretion'of the working-funds and"other planned expenses.k The max- ; 

\ isexm. amount of ;taar on profits of the various.branches is different- ■ 
j. dated in a sis&lar manner in accordance; with the escunt of the all#* , 
'■'.cations for the Director's Fund, In order to conduct'timely .and even; 
j roobiliaaMon of funds for the state budget and to prevent the accum- ; 
1 ulation of large sons of -profit at the enterprises, profit taxes are .: 
I planned in quarterly/and monthly tew». The enterprises and economic 
; organisations make the planned payments into the budget twice »ootbly.; 
■ IS percent of the taxes'on the profit above the planned level, after ; 
; deductions for the Director's Fund, are paid into the state budget . 



on a. quarterly .fcs©is?. äaä the balance of Z% rwaalns-at'the enter- 
prises and the;^coBcffiib ijrgaas until .the aaraial auditing.' '•   .;•■/■■• 

■'      '  ■ /& Note/11 

Eev^ßu.6 ■ Stractture of the State Sector. 
' (fi&lliolVTfQ») 

~Vp Total jraveasie fr op* 
'the state sector ^SSSSQ 
?/5ee'Ifot©/    . j't&x 3 

_Inelitd3.ngj    ■'   - ■-   ■       1 

!.» ^"fl^^-ff.-'—^a^-i-mttiwtMHKww^^joiBffi&miMi^ —,»-»™™-"'~~-' 

i?9i -    .     *;.■; 
»mmt .««,*/. 353'-' 

8 
. 39.2 

1955             . .*. 
SJiOliAt   * * a * { .  m> 
percent,♦..» 

1956                « 

ijJ.ulj 

. 
assoimt *«,.«' 5ö2 

- percent, »»-a-*■■••. 5o*6 

195?               * 
rnnormt' * «., f 771 

OX «■ f 

1958      .         * .' 
■ amant- ,..,»   ■ 1,087 
percent.«.«* 71.0 

195*9                t 
SBJötült   »tc.,,1 ■ 2,082 
psrceüt.*.»* .  . 89.5 

' grencfes 

80    « 
8.9» 

s 
:  t' 

103   •* 
.    9S% 

% 
r 

■215    « 
'■:11»$» 

.» 
» 

5io   i 

» 
s 

'91?    *' 
59*9* 

i ■ 

61,2» 
t 

,U23 

216 
•12,9 

llsil 

.153 
1.5 «k    { 

75 
6«0 

157 
■l?Ji 

25ij. 
23.5 

23it 
23.6 

186 
llu9 

170 

659' 
28.3- 

jgrain,) 

\£äa%7 Based on data contained in the budget report of the       ! 
Junis ts£ of Finance KKDR , | 

V^Fot^/ '^itho-at ab allowance for incoKse• £rom the sale of state: 

C^ote^Including receipts fron the cooperations ■ torn oner--'tax.)! 



The profit tax is computed and paid by the socialist industrial 
enterprises themselves. These, taxes, are also paid by the state our» 
chasing agencies.' Deadlines-for paying the profit taxes are determin-' 
ed on the basis of its sifcey-as established for the various branche« :■ 
of industry. ' '  : 

A special-fom of,, trover tax in the K'NDR is a tax on non-co»J 
odity operations;, 'paid by^w&tfe'rorises engaged in public serviced (pow-f 

!er, gas supply, transportation and other services.)' ' | 
: Prior to 195?'budgetary .revenues' fross the turnover tax'were ; ■ 

: relatively ms.21 (9 to 12-percent),, even though its-absolute else and ' 
.proportion of total .budgetary revenue.were increasing systematically, . 
;^nalj. receipts .fr«o the turnover tax was explained by the low whole-' I 
■ sale pri.ces and low turnover tax rates.■  * ""'■  i 

.    E»e principal source of revenue was the budgetary differences • 
;which in essence were a special form of turnover tax. They, formed as ■ 
.a resuU of the differences in prices between the normal supp3v &«d 

: eoMr.are.ial trade. . . "   ; 
:«i ' Co5R^UoR of the period of restoration and the advent of the I 
First Fiva IFMT Plan demanded further perfection of. the; interrelate on- !■ 
3M.p be^aea the state budget and the socialist, enterprises aid eeoö- I 
on-ic organizations» •.-*■'■'      :.r"!' 

In April of 195? the wholesale ■ conmidity prices were • reviewed i 
and the system of turnover taxation was changed. At the sane time tna ' 
budgetary differences were unified. Asa result of"the increase in • 

; production end the changes in turnover taat rates, budgetary revenue > 
^%mr^er^mYeT tax ^^eased sharply; in 1956 they amounted to ! 
1X^,000,000 won* i.e. an 8 fold increase. The revenue frm this soured' 
xs stipulated to be 1, [£3,000,000 won in 1959. ; 

k% the present time the turnover tax is'the basic source of 'aura 
budgetary revenue in KHBR« This assttfes steady and regular budgetary ?- 
:revenues inasmuch as the turnover tar is paid as a flmly established • 
portion of the price of a unit of production.. ■ 7 «swaged • 

. . _ As a result, of a naftber'of productive conditions, variations ; \ 
in the cost of production in the different enterprises and different ' 
profit margins, as well as the bearing of problem associated with "the r 

consolidation of the principles of accountability at the state enter- \ 
prises; another method of mobilising, funds for .the budget h»s been = -i 
|^sarved — profit taxes« In 1959 the correlation of the revenues ■« 
-S°?^ese two SOWÜ^s are pressed by the following proportion* ' '■■ 
08.3J (turnover tax) and 31.7* (profit tax) and in 1956 BUM and | 
x5*6% respectively, •..,.■-•;. ■  [. 

. Among the non-tax budgetary- revenues are those from state grain! 
sa^es. In 1956 this source of revenue amannted to 235.000 won (2l„7JKV< 
and .in 1957 (plan) 90,0-00,000 won (9.göSe No^f ,fJl'decrease in rev-'! 
«mas from this source is explained by. the fact that in 195? a portion; 

01 the reserves froin the sale of the state grain began to be allocatedt 
10?.m& hy   Purchasing organizations,' in connection with their trans- I 



■ ■?,.-«.-    *• i,       - ■   ™~-—-J --v.*™» «na KUSU« esrserorxses of KMDS 1-«. *-W 

1th 
fw KT*    *       ,    P       G   tnöxr"xn?öaes for payment-to'a mveriment 

■*-nA r.* *■'     --—.-"—««-«•-**ew.«*,.. ..trap T,ax poxxoxes of' the Labor ?aiH~.r     ■• 

,  ^xng M e xntexe?ts; of the stete with those of the cooperative ra*»iber4. 
^ «^f^«*.Wi» .part of the incogs of toSH^rl^S? 

pStS! "rSS g^ratiTO3»    AftTicultariL cooperatives -pay t^ agri-j 

ff«*rf JHf^ ^ J9*8 pai,t of the PWwhJcefs1 cooperatives were tears-f 
i^r^-S^S^hC°^0l^.tte rttre COnS^r ««operate £SLi 

:Sector Sreased!)* * * ^ rwran88 ***» the «operatic 

''„A *t  ^^ "tnrnt«r^--*ax is levied once-only on the "state enterrrl <ie-     i' 
:Si tl0^?^1^*    *» «mnodS-ttoa that are manufaetm-ed orte  ? j^na« are purchased are'taxed. *>»u~~   \. 

Li^/^^^ f°r the cooP^tivos is -computed on the basis of the ! 
:™0 jecordxng to a proportional■ scale: for the consumer coopers"   [ 

•'S^^^TTT^"*1™ ^ - ^ ***** prodSceS* , coopex axiTes ana th« fH«Mnef ru-mme^s-M •**■,-,« _  -IA* -r i 

ire 

and the fishing cooperatives — 10*. . . .. 
.^^ZtfiL^'B^±e3 of, C0GPerati"^ «rteriMPises and organisations !' 

S?£rK trS^fatXTOS- !0rkiß? °n l0Cal raw trials and state indu. r 
!n££ oiS-w1^?/ot "**«* tö W taxes for two years, and -" . 
S^ J Jnf fxBixn^ cooperatives are exempt fits* taxation for a f 
:!f ! f,onö yöar fr« the .date of establishment. Even preater pre*1- 
'! :"!Xj;Cf -MeS ^if*** to the ^operati.es composer *Jrll 1 
i!!.f!/f ^^f? of those Who are in tee military services they a» ! 
,exe»pt fron taxation for one or two years from the the date of orea£ • 
jisaticn^jnd thereafter the tax rate is 2# below the estXliawSt-j 

■eist „™ !til0^CT J9*6 the inComc md teTOVOT taxation ofVcail ]SJ/4M £    ' «ives th^t have a weak production basis and poor production1 

iS^SS^T8 tlSt iRClfe TOr TOto^, those having^ li^ S3 

jtfis araea ..oroes as well as dependent workers and «»losses, not reeeiv- 
;iag supplies ia accordance idtb nomal rations)^» ^WZ*7lS     T 
^Cordi%-M4 Preferential tsx'wte.- *****       I 
I     "      ÄW J^IÄ £hi£S^'» 26/% 1956) ; 

; L^*^&,^;_ihe coope^t^^^ of agrlcijlture wa- d@Vglop2 



ing on a wide scale among the-broad peasant »asses, daring the postwar ; 
period. Ey the end of 1953 there were slightly, over 8on agricultural , 
cooperatives 'in the country, which included 1,2% of all the peasant 

:.families, by August of 19JÖ cooper ativiaation. was completed. .Cooper- ; :atlviaafci<MQ- included all the" -peasant households and. the entire land ■ 
■ area of the country; ■ In-this?; manner the difficult, and complex task 
; of the revolutionary recantation of agriculture was' resolved within : 
a period offour to five-year«. As: a result of the increase in the 
:siye:of the cooperatives that-was".etffeqted  . at the present time 
;there are %ii\ß large cooperative Sums,  which occupy entire adminis- ■ 
strati?'© areas« '  •  ' ;" ■ 

The state conducts a policy of aiding the agricultural cooper«- . 
:'stives and extends .all possible material' Sid financial aid to them. 
iCfes form" of such «id. «as the preferential, agricultural tax in kifcd 
irates during the process of cooperstivisation of agriculture. In ace«.. 
'ordjppcF. with a law adopted In Deoesnber 195? the tax rate for agricul- . 
.tural cooperatives was'lowered by % by comparison with the rates for ■ 
individual facers. This was instrumental in consolidating tho coll« : 
''active tvrm and wrowofced. the development of the cooperative movssment. ; 
:%-1956-19^7 the principal portion of ■agricultural taxes, were paid by ; 
ithe cooperatives, and not by the individual- farmers,, as' was the case 

'i during the aarly ■; postwar'.years. . •'' : 
: . " Considering the fact that in !! 958. the coopfcr&UvAaatiei* of . ' 
agriculture v«3 completed, the Fifth Sessiori of the Suprans People's • ; 
iAssenbly of the KF.0P adopted a new law In -February of 1959 regarding .•■■ 
ithe agricultural tax in kind. In order to achieve further accuzraolÄtiorr ■ 
;pf capital by the agricultural cooperatives, the- acceleration of tech- , 
iiatcal and cultural reforms in the 'village and a higher raatoriai and ; 
■cultural levels of the peasants, the tax in kind was considerably \ ■ 
[lowered. ,   ' 

According to the new law the agrienütural .taxpayers are those  ■ 
••who directly cultivate the land .(agricultural cooperatives, verlaus-  ■: 
enterprises, organizationsi the population.) This-aspect of the new 
law reflects the new social economic ■ structure -of-the Korean village, . 

:which originated as a result of the completion of agricultural cooper-: 
ativization. Even though the principal portion of the agricultural . 
taxes consisted of the seyraents .by- agricultural cooperatives3 the 
.basis for its computation prior to 19$9 'was the income of the Individ-■ 
■ual peasant household» •-.'■■  ■-,V"'-i '    ' ■■ \ 
•     The average tax rate for grain'crops, was..lowered frost 22.1$ to . ; 
r10^^ and the rates for all other items of agricultural production in- 
cluding .grain were lowered'fron 20.1? to 8J.$» Gutting faiming was  ; 
fcompletely &mx>ffxov. taxation, -lower tax rates apply to incomes from 
Iland that has suffered from natural disasters and tfmt-, obtained fro»' 
:virgin lands.Mm Note/ ! 

':  ' '(/Bb^r.KlngchttCJh'.JSon^, 22/11, 1959.)      ,,  . , 
I     Woe perce!rairT8S^TT&*f^-the. agricultural tax are determined 
ion. the basis of the fertility'of watered and dry fields differentiated^ 



j according to the .various.crops.. The size of the agricultural 'tax in 
jkind levied 'in.'acc^r"daftoe;',sith the new la® mil remain unchanged for 
I several years, '"'"'■■.'' -'/'"': 
i The lower "«.gricultural tax fates decreased the state- budgetary 
irsrremiea from its in 1959 they comprised & total of-only OM of the 
joverall budgetary -.revenue, ^/fee lot®/    '  ' ■ 

(ßtä'sf nKmr Korea", Mo 1Q2"?\19$9$ page 5.) . 
■ i Mreci taxes on the poptilgti^ipelude the- agrl-cult-aral; tax in, 
kind (that portion of it paid by r^bers of the agricultural cooper-, 
iativesj workers and employees,) ■ Income tax aad the local tas:* 
| ^ -Direct taxes otrtfee population in the KNDR, as in other people'1^ 
;democratic countries#^are used'to- apply part of the workers incomes foil 
;the bnildihg.-of socialism,, -The..iiscomes and capital accumulation irr ., j 
jvarions social layers are 'controlled' by means' of such taxation» %■ j 
jecisblishirig'a progressiv© system of taxation-the stats is .able to . 1 
'control incomes of the private enterprenetirs. < During the last- several] 
years ths People*s Democratic .Government was conducting a policy of .] 
ist.iHulac.iag positive aspects of the-.activities of the individual enter4 
'prises, irr addition to limited•capitalist uodertakings,.in the inter- 
Jests of building "socialism, During recent years' tastes applying to 
[petty and average private traders' and. merchants,'; as. well as to ha:uu±s* [ 
jcrsft workers sad- members of" the free -professions wsre':lowered. .; 
; Along with"the creation of a basis for socialist ind>j8trializa-'!j 
ition and the cohperativlasation of agriculture, and'of the handicraft ; 
;irid.tistrys a policy of peaceful socialist reorganization of the private j 
I capitalist industry and trade was being conducted. The Lahor Party j 
■of Korea, basing itself on the interests of the revolution .and consid- I 
jering the historically formed peculiarities-of the private sector, vxi- \ 
idcrliaed at its Third SsssionCApril,. 1956.) that the. basic-method for . ) 
jsocialist reorganisation ofV'the private merchants' and traders was thr- 1 
j-otigh coo-perativi?;.ation. . Proceeding along this line the Korean people • \ 
isuccessfully completed the socialist reformation of private industry., j 
land trade in J9£o„ .  ' 

In general, revenues from direct taxes on the population during \ 
|the postwar- period "Comprise/a small portion., of the. overall revenues - ■'• 
for the state budget: their proportion and absolute amounts are sys- I 
;t6imatically decreased" as a res-wit of the policies . of. the 'KNDR, which : 
;&re directed at improving the welfare 'of the people« '• 

- Prior to the cooperativiaation of agri.culture,, the basic tax j 
[Ott the popnlatlort'.iwas the agricultural tax in kind, which was paid by | 
the individual peasants and by moabers of the agricultural "coopex-a- | 
tives* Starting with January 19S>6 the average crop yield-for-the past \ 
several years instead of the crop yield for the current year from a ' j 
given: area was used as a basis for taxation« The ryral people's j 

:coarr.lttees determined the average crop yields on the basis of a irralti- ! 
lateral »ass discussion at general peasant meetings. -The established' I 
average crop yield is used as a basis for taxes for the following ■] 
jL®r^äl_.yjsars» fhi§_asgpred_La stabil!ty_in the amount of the tax, 

- / 



■>.•.:•*,-'.''■ 

japplymg to each peasant.household and created an Incentive airong the : 
»peasants for improving land,.cultivation and raising crop'yields. j 
j    ■. The overaHlta*. depended on the crop yield» "obtained frow the ! 
jcuitivated area (i,*. on,the size of the land plot and the yield per ! 
jurat of area.) ■ Tax rat^Sare progressive, they are differentiated • ' 
iaccording to tne- TariotJ»r%^icultnral crops depending on the crop 'yield 
[©brined at the different localities •! 

U™ J^A  
rJ°*' T^Xed at'20*~» *y$V?$% and 275«, depending on the" ) 

jci-ep yield, iaaustrial m& vegetable crops were taxed at log -to-2356»- ' 
jfruit orchards -- 2$ to '25*, shensheng crops (irregardless of the   | 
crop yxeld) were taxed at 23$,fs®e HoW        .• -y ' | 

■     (A*W "fiegister of the Ministers». Cabinet of the KTOR,4 " ' 
j   ■ 1956.7 • r 
j Private land plots belonging to members of the cooperatives and I 
jthose ot-med by individual peasants end not exceeding 30'pkhen (one I 
J^fheti wroiala 3«3 square meters) in area were exempt fron taxatim and • 

. p0.pK.,&/:;! plots located in areas-of low fertility were, exempt "fro® tax-; 
jatioru .^ Virgin lands tilled by the'pesnants thenselve®: were exempt ' " i 
jfor pertottis of from one to three years»' a*? well as -'Cultivated fallow - ! 
jland, and fruit orchards for a period of two years after the plants■""'* 
jfcear n-Tit» ^es'>Jote7 : '■:■.■■■:■-:-■ 

(/fc®7 'Modong Hglnaaa;- '■, 23/3EIX, !$>£$ 
j    ■&«*■& e&fr&a 'a^'KograisiB.g'were not taxed'at all, this m   ■'i' 
.jimportar.-f:. raotor contributing to*the■ development of animal httsb^dry. ' { 
{in order to resanre gracing and pasture Stands in areas-where animal " | 
■husbandry U  well developed-it is-permitted to pay part of the 'taxes ' 
;in produce (»seat'and fat.) The rate is reermputed at six'kilograms 
jof com for one kilogram of meat or fat*    .■■••■      .■'.'■' 
I     Deadlines for paying the tax are as. follows«. 31'August- for the ; 

|early crops, up to 1$ December for' the late crops 'and tax payments on 
jii'ieat» -.-- - 
j •   In order to achieve a further development and "cohsölidation of ! 
jtfta economic position of the poor peasantry and ;of the agricultural • 
•;cooperatives in the mountain area the government adopted"a resolution I 
jin February 19% to .lower the agricultural tax on households formerly \ 
msing the cutting method of land cultivation for a three year period I 
JU956-1958,-) by $%t  and a-decrease .dr'^'for households utilisdnp ' 
|the sand-cutting method of land cultivation;:'^ee Sote7 ■• I 

■ j     (#|*FBKögi«ftsr of the Ministers*/Csbinet of the KAMI,« No 3, | 

j Crop yields obtained'from lands of low fertility by 'cooperative^ 
jand individual peasants were exempt from taxes in 1956, as well as the^ 
jcrop yields from lands belonging to poor peasants who found themselves' 
jia a dxfiicult position due to a lack of able bodied family members I 
jor for other reasons, as well as that.reaped by families living- on the; 

jdj-«ruitaj*iÄed border sons» At/the same time a.number of poor cooper-! 
L?^?s sn^ several categories of peasants were fully or partially re- i 

: '•      - .11- 



jlieved frm. päjsmAs-y^m ;'1A;settlement of gerrenanent grain-loans and    ' 
jpast due^ayT^eats./ef ell'types ambttnted to 26'thoTssand tcnsodf -graäft; 
j^Se© Note/  ^        ■-' ■■•;■■■ 
| (^oti/, fRsgister of the Ministers« Cabinet of the K'MDE » Ko 11. 1 
! ■■        i$$C) .'     ■     I 
| .In aeeor&smoe 'with the law. of 195>9 fe|rictittürsO.-:coo»erat:t?©- ■-•- ,! 
jjnsatferg» «orlcers aM employees- enjoy lower rates, in-paying" the tax ;! 
jib kind, on the produce from thMr private plots« . The volüsss'of taxes...; 
|»ill- refedn static lor- several yeaxfeT"'■"" ' j 
|^ ' Ipeome tax en the tK>pola.ti-6»[ «hieh at the resent tine is the ' ! 
[basic form of tax,;'is.:pald'.by the workers, :employeess .literary sac! ■ | 
|«rt writers, members' of.the prodöcors1 -«ui fishing cooperatives« han«Si4 
I craft workers private 'traders. aM merchants and otter-individuals I 
(having «B laäependeat means' o£; income*- -..-■' j 
l ' la-order to allow for the•-different socieL position öf the t 
jterpays» in addition to -their Tar ions • levels-of' income withia a sirgl® I' 
jtax ey0t?snj differentiated tax.-fetes are applied',''' "     [■ 
[ Tar.es are withheld: from the workers' and employee? *'. wages once   j 
ja mcatii at their place of" eaiplojroeot' by the government,, social and        f 
| cooper atiTe/enterparises and organisations as well as by'the private       ; 
eut-erpg'efi€rarSj.r-«!ijich;.>theh "öredit ths1 deducted sänoußts-,to the .state-        j 
budget«    Tax rates are' established---eriqa sliding'seale-.s -*&.'th an ino&tffe . | 
of from-?-• to'-l5';-Troc.-j - the -tax aac*dnts' to 2;a<6$ of the total wage, vi th     | 

i&n'incorie of oyer 5'0 «en, the tax 2 „99 won plus .10$ of the" anoitnt  -"-.  . I 
tOT-er >0 wca,: .The Hiexinrum non-taxable income is 7 w>n per woRth»    If     j- 
|there are four .or nore dependents    the tax is. decreased by hG$* \ -i 
[Pensions and assistance payments from the government are tax exempt- '■ !' 
!as well as insr-rance settlements,' interest on bank deposits«, financial j 
j regards for decorations -arid certain other sources of in-come #■ .j 
! Members of the producers * -and" fishing cooperatives are'taxed'on j 
jthe sama-basis as the workers and employees, as well' as- those produc- 
!ersf and fishing cooperativessnembers in addition to -workers, "eraplopaes.^ 
jcooperative manbers and■their dependents 'who work at home-and release   ? 
.their produce to the-state m cooperative organisations and -enterprise^ 
', (providing they do not uso'their own: equipment:.or material) pay $%      •'■]■. 
'highsr taxes* ■--. .■"' .'■   \ 

ferkers engaged in i&^fiä-ils of literature^ -sclenee and art - ! 
jpay income taxes on the basis of the same rates as the workers and " | 
|employees, however a «iM.r«s?i tax exempt income does not apply la ' 
'their case, and the taxable basis is not thair ssohthly, but their ■ \ 
aarrikl income« ' '■ i 

kith aft annual incase of 180 won the tax is 2.6$, with an .. ' ; 
arssal income of over 600 won the tax ia 35-88% plus "10% of asy sum in j 
excess of 60€? won..   The tax is withheld, each time the feeds paid*   '      ! 



Handicraft workers and weofcers of the free professions are 
; taxed according to special higher, rates,    This? category also includes   ; 
;Members of producers' and fishing cooperatives and the'members of ; 
1 their families who work at' -hoaie," n&lm their own materials .and equip-   ; 
vnent and freely .selling finished prodticts.    This category of.taxpayers ■ 
!ls taxed at 6% with' atr-an»ti&l increase of 3j,6O0 to 7,*00 won, — 1,032   . 
]wm plus 1*1$ of the.raw&CtfVer 3*6öö wa,   With ao income exceeding t;;. 

■;7;,20Ö von per year» the;.above category of taxpayers are taxed on the 
!basis of rates applying to private'ffiatiojfeeturers or traders, 
i The private traders paid taxes based-on even higher rates. \ 
i Private Mamfactarers were taxed according to the easie rates but vdth   ; 
!& 2ö£ deduction.-   This deduction was a means of stitmlating the flow    ■ 
of capital from trade into production in order to increase the mamifao- 

iture of coaswer-'goods on the'basis of a wide-scale utilisation of      '    . 
jloc*J2vt>röduoed raw' material and industrial 'by-predwets, 

'The sfisd-anrmal inco»e of the private traders andindustrialists 
'served ra the tax basis, in conirsfrfc to other categories of tax payers« 

The tax rate with a seKi-anmial income of tip' to 120 won is 9>%   , 
■•the maxiwum rate'with m income of .12,000 won ±Bj>hPl'S won pl-fes 71^   -: 
"of the inooote In' excess of 12,000 won» ßm Kote/.   ,' , ... 

C/HoteJ '2!&se^SJL£tell8fflBfi» "W&I, 19^.}.   i 
fbe local tax vMch gees entirely into the local budjrets is b*.   ; 

Jbased on the sa*r-e prieiples'as the-income tax.    Its rates ar£ diff- -   .;. 
! ereatiftt-sd seeding to the «ane categories cf 'taxpayers, hut is    . 
!computed on a stauential scale.   -I» Addition to that the local tax     ■  , 
effects 'the individual neaasnta and a gri cultural cooperative »«Bibers.   ■ 

Workers and ewDloyses are -taxed at- s rate of 0.8» (with inc.ones 
;of 7 to 15 von r:-sr iwänth) &nä2% (with .an income exceeding £0 won per 
:wöhfch.)    The tax for tteufc«rs of producers'.' and Ashing cooperatives,-  ; 
las-well as workers, esiroloyees, cooperative »emhers and their families   ; 
iworking' at-home and not using their own material-or equipment,.are 

.;taxed according to the same rates hut the tax is■% higher. 
Scientific, art and literary workers pajr the local tax1 at a        ; 

>ate of 0.,8# on an animal fee of 180 'won, and: 2% on an annual fee of     \ 
;over 600 won, *••«•'■• 

Individual oeasants having incomes annually of up to 500 won-      .; 
iare taxed at 0*136,'* and those having an ineotee in excess of 20,000 won   ; 
!per year-pay tax'at a rate of 656. - Agricultural cooperative members, 
ipay taxes according to siftilar rates., thevafconnt of the tax however,. 
: is" diminished by 10^ „ '•..-•-.. ■ ; 
: Private -traders were taxed ■ according ■ to a rat© of 1.7% (with a   : 
isend-ariöoal income of'up "to 120 ton) and 20$ (with a semi-annual 
••income of ue to U0,000 won,) and the privste manufacturers paidjaxes 
iwith a #1 deduction fro« the amount ccsßröated for tte traders ./see Hote/ 

■i '(ßoW ^Hingehe-» ChoJso©g, ih/ill, 1956,)  . ; 

starting w^rrTSc^BSEn^o forbh'er decreases in the income 
land local taxes on the private .traders, manufacturers, handicraft 
!workers and members of the free profession were introduced.   Taxpayers■ 
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; having an average monthly 'income of not over 1G0 won, the taxes were 
jdecreased by $Q%* .fß>?,® -Uot&f ./-'•.     •';...• .: /.. • 
I ■ ^ot#  'lüi^cbo^0»ig.»sc«g.    9/1,'1956J " .  -   ; '"'    i 
; One of the ^iponelSs*'o'F*tfee stab© budget of the KNBR Is the      j 
.social insurance badgeV which -was 'separated from the central budget-irj 
:195>5 sad &iTf.ee that time is art independent lisk of the budget system. \ 
| Revenue from the social insurance midget ±a composed of.,,--" the monthly 
jdedvicticRs Etade by the state and private enterprises in «mounts .of frosty 
1ÖJ? to 1.2f- of the wag® fund. ■ Cooperative enterprises and organizavioiiaj 
pay frcst S? to &% of. the.fifin-memberjworkers' and employees' wages lato j 
the social, instsrarsee budget,' In addition to that'' workers "and employees! 
of the state j cooperative land private enterprises contribute 1$ of '.'..■ j 

j their ws,ge towards aoöial InsvT&m®.   Members-of the cooperative ■'■  j 
{enterprises' are .not included in.the state social insurance syste-a* '.-■ •    } 
| --In ■•fibaolute arfioimtSj budget income from social insurance levies \ 
\mi&mieä to-the following (according to; plan) ^Sfee Hotels 13.3..     •"   '.   If • 
jiBillion won in 1955',« 1U*6 million won in 1556, IT-adllion won in 1951% ; 
J2Ö.-7 ßillion won in. 1908; their proportion in the/overall revenues.of ,| 
rtbe state budget increased fro» 1.3$' in 19fi?' to 2.1$ .in 1958. t 
; Q?°%7 'J!£ä£Si..JMHSH??'  U/m, 1955* ll/HX, 1956» l5/ni»rl9£lj 
u.o/11, !9!>B.S    Is as'taal fti3.fil3j«ent — -~r©¥effities from the social insiar-'I 
lance levies amounted to 13*8 million '■won inI95!?'a*id J?oll million isn   j 
3LM5#?.-) .    - .;-;    .■■---.•     v ■    ■ - 
!     Of great' significance in the ascent of the economy of the JESDR <** 
',1s the brotherly, .unselfish aid extended to the Korean people by other j 
jsccialist countries* TMs aid is taken into consideration in the rer** j 
jenues of the stats budget of the KHDR and for a number of years it.  ; j 
irepresented a most important source of revenue» Due- to'-the success   [ 
iattairied iu the restoration-and.development of the national economy  ! 
of the republic and the consolidation of the internal sources of -revenue 
•the Korean people are utilizing foreign aid at a constantly diminisfcing! 
irate* fhe extent of the- foreign aid and its .proportion of the total  f 
revenues of the budget decreased considerably by 195>9« ' Döring the  . ! 
'oom-pe of the Three Tear Flan grants from the friendly countries araoun-«. 
•ted to 23*1%  of aüjthe budget revenues, and by 19??.its proportion , 
i&eereased tc 12,3$-, and-in 1959 budget it is stipulated (together witV 

■icredits) -ab-2,-7%*  /See- Not©7 ■  ■ '" -   "'■■''.■'•'. 

i    ^otsT'^S^SSLS^^SÄ ' ^Z1^ 1?59.) ■ '  ' ■ j. 
j    ' Extensive aEfTo the fWB. has always been given by the Soviet  | 
jühion» Immediately after the end of the war in Korea,. the Soviet gov- ! 
jerrisneni offered the KHDE. aid in the amount of one billion rabies« In j 
September of 19$3 both countries agreed that these" funds be used for ,.- I 
the restoration and reconstruction of the enterprises that were des - . j 
itroyed and for the building of new, large enterprises, which Mil serve| 
las a basis for strengthening the national economy, In addition, the  ; 
Soviet e,or@rm;i&r& diminiahed by one half the credit payments due on   j 
ithe credit extended to the SMB.. in. accordance with the 19E9 agreement j. 
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jand postponed its final settlement for an additional -several years ' 
i . The Ü3S1 delivered, agrietiltyral machinery, fishing vessels, ' 
gilding Materials, transformers, various building and' highway machinesl 
Queans of transportation, equipment, materials, 'technical documents on 1 
jconsmer goods etc., to'the-.MS as aid, Soviet specialists were" com- •' 
pacdeered to Korea 'to arid 'iC4ts ^construction. , . 
\KVT* ■  al-e Chi^ese People^:Eepublic concluded an' agreement with the | 

■ RM% in fcayeniber 19&3 for postwar economic cooperation. The govern- ' ! 
ijent. of the CFR: classified all of'tMe "assistance given to the KtiDR ; ? 
'f?VA?^ SS X£ H «i outright gSMoatJ- in addition to an appropriation- i 
oi 50-^000,000 .yuan for that country.- As part of fechaid the CPU   ! 

prevtiaea a. large amount of-various materials and centimes to extend -I 
^ts cooperation in the building of a raaaber. of important Industrial 
projects, A-large number of Chines® people's volunteers directly    * 
participated In this eonotruetioa work.' ','.'.'  I 
I    .        The government of the German Democratic Republic resolved to 
|>röv3..cie Korea with aid in the -amount of 96.1 million rubles during 
p.9j5-"l?56. 1'he' GDR asstaned the task of restoring the city of. Bashing 
jas well as the aojjpftnetof material to that point arid'the'provision of 
ffcechnicel Direction. In addition to that the ODE provides'assistance• • 
;xn itae restoration and construction of a Briber of large'industrial 
jprojeets, German specialists' are 'directing' a irarnber of tenortant coe~ 
istractioRt^ojects. /fee Mote/ ■ -  . .'- .,-..':'   '/       ■ :, 
:     O^teJ,'KancShe Komol»,'- No 5*j 1?;56*)  •' '  .'.  i 
L -*u" h Ms^^^T^^^aA'fcy the baehekoslovaiteian Republic ' 
Jin the construction öf machine.building plants, an automobile repair I 
jnd Maintenance.plant and a number'of'other enterprises. Czechoslovak-' 
jia supplied Korea with building,«* other materials,'and also provided i 
:extensiTe BcSentific-technical'aid, •        • - .  1 
■ The Polish people provided Korea, with building materials, bull.- j 
defers, hoisting cranes, belt 'conveyers,- steam locomotives and' other I 
.equipment in addition to assisting in the construction of industrial ä 
projects. ■ ,   .:.'..'.-      •!     ; 

The Hungarian People's Republic'obligated-itself to construct' I 
a nmftber of industrial projects." It 'provides aid in the form of elec-l 
trical equipment, means of coMunicati.on and sends, its specialists to J 
tCorea» ■. •,-','■''' ' I 
^ ■ ■ • ■ The Bulgarian people participated'"in^he construction of a tile [ 
lactoxy, and a woodworking plant.. Mgaria-.supplied Korea with a large! 
amount of cotton fabrics window, panesJ and also sent specialists. ' *-{ 
:• '_• .»mania is providing equipment for >antmber'of'plants, nässender! 
^nY?f c'?rs> fia^'ner vessels, building materials, ': " . " '' 
da» Albanian people sent cotton fabric,. asphalt and other material to ] 

<&ore&. Clothing and food were pipped as well as a-large number of • i 
cattle from the Mongolian Peoples Eepublic to Korea, /gee Note?    ' 5 

As a result of the visits »ada.by a KHBR goverrnisent delegation I 
MLJte jumper, of 1956 tp_a ,m;®ber_of_ countries of .the socialist cainp, j 
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|£ a^eemen* regarding farther aid for (the Korean people was negate* 
j Oie trotherjy assistance bjr .ccrantries of the' socialist camp ar-dfoi e^d-J 
jly cooperation with the© along with the enthusiasts of .the Korean p^le' 
jgdsuran^e success in .the balding of söciallam in the'RKLfc, '     '•    : 
I IR contrast to; the aid being given to the KKDR by. the socialized 
|countriea,_ feerieaa »aid« 'to Swath Korea bears a predatory mature*'it 1 
jifi^ans colonial eanlaveanent and the- transformation of South Korea into .1 
;a mncat for swplos • commodities/"''^ri'ffi&reftses disproportion in' the ! i 
!«conc«Ey of the southern pert of the j country and leads'to the sharpening 
fl£ ssassc contradiction^ ■     ' '     • j 
; Ifcaer the gaise;.^ ec'öüoBd« assistancej the 1181 "has'-obtained       1 
■fitui right to control .Büdiig, the .output =&nd distribution of the Indus-'! 
;*rau önd. agyiouHrariai jsrodncti«?»/ the right to issue currency as well 
pa control-over the «ctlvtMea orTinaacial-credit institutions* for« < 
^.m xmm« import and export, In- addition,' to the right tetoort into ? 
■*ax<ja. &orae. from the USA surplus food and its distribution, i.e. it 1 
was actually acquired the. right to'control ©11 branches of'-the' South I' 
fc.«rean. ecortTiST?-,.   . .   • '■■.-•■■' !..- 
I   ■ 'Bj the s-aten of 195?s 8,?/ of all proper to- in Sooth Korea was' '  ! 

wader ths .-control of ...the. Africans« ^3<ie- ifetej/ and the'value of  '        i- 
property, requisitioned by the so called .W .forces frosi the pbwilation,' 
^^Uit.e4... te. :6Mi*OQQ3Ü0O dollars .(.accordijsg to data froirideahy "The '! 
^kfm^ßm.gat(.T Wie Eegtoratiostof Korea") /See Hotg7 I.e. eight times i 

■greater than the American i-mresiaertts towards «restoration5!«-''     ■"■*■   ■    i 
^^l "BewKorea," HO 8, 1<;57.) .   . ■ 

^ ^£lio%/2 "Kew lores/ No .1, ±9$1*)  '. I 

» ^ Ine eatpenäiLtta-es. section of. the state "budget of ihb'iCHBfe        " 
'Characterises it an 'ta-Inätraneift of peaceful economic' construction " i 
and tberaising of material and cultural levels of'the people* ..'[ 

f he budget funds ..are being seed evenly and in . a plam.ed manner    ; 
for the rosolution/'ortasks,- confronting the People's Üemocratic ■     " ;. 

■soimtsy« .'.:•. •    .      ' . '■   '! 
In both absolute,'sffiotiats tod in its overall share.expenditures -I 

in the nations! economy* .occnpgr the. first olaee among national biid^et ! 
■«cpföuJitorfis. Oror ttaffrist six yeerX &f^ßcimted'.iö 71 to 72 jfof ' I 
r^^Jj}® «^6adit»i;ea. Thej awaanted tö an especially high percental ? 
wi -yo;> ana in J%6 ijk to ?«&), the last two years .of the Three Year I 
Uä& for the Bestoration and De^el^ps^Ji.of the Coxmtry's National .     ' j 

     hfc^e Year Elan budgetary capital investmentsf \ 
vmivMng expmSitxsTBB for the construction of social-cultural projects 

ism-jmsted to 9?3»O0ö?O0O WOB (at current prices), exceeding the amm \ 
stipulated In the plan (£08* 000^000'won).   In addition, parts of the • I 
capital invtjsfeents were mdeincrittfea by ftmds .from, the'various \ 
enterprises and organizations. ' •;' 

.Luring the ftree Year Plan the budget appropriated i»83,'O0O,O00 j' 
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State Böäsetary Bb^enditoreß of tha ^§5R. < 
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No    "1,022 
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1.0» 1,325     . 
Q.l1     100*0 
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101    *2,2Gl 
h«kf    100.0 

t V".; 

C&myBs& on'the basis of d*t& contained in the budget . 
Wrfister of -Finance) eg-tho BIDE.)      .  . . 

<K^ :w^ H9M for industry, 26o?OOO^m (26,7^) -for the restoration and 
constroctie* of ^blie buildings SB dwelling as well as for educ- 
,HoMi    nUhl-i 0" health end caltursl bta.ldinge-, find 80,000,000 w>n 
(o$.\ -Fe-r the da.Fs3ottfient of asriculJliS!»»»^ 

^;.s«f^ v^^ltelTiwo*?tinmts along T4 th the lebor .eathüsiaän 
■ o^ the ^-w1i.werV-ccn3woiTO to sn' accelerated rate of teconstmotleJi. 
; %l P rfOTVt cf trttich the level of prodwc.ti.cn ir, aof* indices exc«eoed . 
i fcbr iwvtt-» attained during the prewar year of 19l#.    M» indastrial 
■ bv?r^>i of' th^.'*coP0J*y of KKDR mastered the praauction of machinery and 



Capital. Investors is'la the National Economy.' /See Wote^ 
—^™»-. ■ -' C^illio» WOlt) 

Tear."  '" " «Total capital .».' 
»Investments 

5.^':;*'. '■' 

Incximag - 
Budgetary 

J5 ■        r 
aiwant..,*.......,♦.| 

*' 
19>6 ' - ■* 
amount, c *.........*..• I 

' percent.,..».,.....,| 
s. 

195?   ■      ■   t 
BTftOIXtlX*     C  ^ « 4 # * t M » 4  * « i 

t 

i9sa f 

amount ..'...,. ,..«.,! 

■39& 
100*0 

300*0 

2?3 
100.0 

388 
100 «0 

1959 » 
SßTiOtÜtlt    .*..«••».*.«*J   X.002 
percent«.,... ..,.■«..i      100.0 

338    ■ 
8U.8 

•277 
69.1 

23? 
86.9 

31$ 
81 ei| 

772 
??.0 

I'ajQ&nced by 
enterprä ö.ea 

•and financial 
orsrani zatiens 

60 

30.9 

•36' 
13.1 

.72 
18.6 

230 

Qß°^2? Compiled on the basis of data contained in the state 
budgetary laws of the KNDR.)  ■ 

cons'umar goods -which were not previously manixfactared in the country. 
Direct current generators were-assembled for the first time, as'well 
as high voltage transformers, latest model lathes, gas generators, .- 
high quality silks, drags, canned.»eat and-vegetables and other 
items« ';"'::' .. '• ,- 

Along with the financing of;-metallurgical, power, coal, 
chemical and other branches of heavy ändtistfgr, where most1 of the 
appropriations were applied, considerable sums were also appropria- 
ted for the development'of the light-industry. This permitted"a 
considerable iacfes.se in the masäifaetur® of cor.'sms@r goods« 

During the e«#ee of the Three Year Plan the gross average 
annual Increase in inüuötrial output amounted to l£$t    $%  of which 
was the manufacture of the meal» of production, and- 28$ the manufac- 
ture of consTsner goods. The roarafacture .of the weans of production 

18 



increased by four tlw.es In 1956 as^corapared td. tb. 19j>3, and the 
production of.censnmesr goods increased by 2.1 times. /Se*-. Note7 

. (£fotg7 '■ «Hew Korea," Ko 3» Supplement«,}   '   ' ' 
The/Labor Party of Korea and the government of the-KHDE'con- . 

ducted a number, of important ».easures in agriculture, which suffered 
extensive daa-age.'during''-the war, .The restoration and expansion of 
the land wilder cultivation and the irrigation -system was financed ' 
by the government, large irrigation projects were constructed at 
government expense in South Pyongan province äs well as irrigation 
systems in the- Synhe' and Kannast areas» which permitted an expansion 
of the irrigated area by 87,000 tenbao. In addition to that, a large 
number of SKäII m& averagevisized irrigations systems'.were'construc- 
ted by the peasants... as a result of which an additional h?,000 tenbao 
of land were tilled. 

: The area under crop during the'course of the Three Tear Plan 
increased by 11-6,5-00 tenbao, the nw.ber of machine rental' station.:, 
increased to IS,  i.e. by 3.2 times and the number cf tractors avail- 
able for rent increased to 2,382 (in terns "of l£ .horsepower untits',) 
iae0 by k.l  times.- - '   ■ 

In addition to rcakinr capital investments the state extends 
considerable assistance to the peasants by grantin- financial and 
material loans. In 1956 agriciü-tural cooperatives and individual 
peasants received 3.3 billion won worth of credit and-a large asibtint 
of mineral fertilizer from, the state». - 

• Capital investments in transportation and, cowwimieations amonn- 
ted to 106,000,000 won during the Three- Tear Plan» ■Due to these 
measures railway tracks on 223 large and small railway bridges 
were restored, as' well as 30 tunnels, supporting walls and so on; 
en electric railway from Yandok to Chongsong -~ 51 -kilometers in 
length as well as a number of railway stations, and car repair 
depots Were restored and put into operation« 

During the course of the Five Year Plan capital investments 
were made, an was the case daring the Three Year Flan, in the bran- 
ches of heavy industry. Over the past several yearss however,, the 
rate of capital investments -'in the' light industries aid agriculture 
also increased considerably. 

The successful restoration and development of the national 
economy during the postwar years», partictöarly in 195? > first year 
of the Five Tear -Plan, laid the foundation for a more rapid building 
of socialism In the KHDR. .The Central Committee of the Korean Labor 
Party called en the country's workers to struggle for increased 
prodnction and to observe thrift in the national econoisy. 1958 was 
a year of umisal development in the productive forces of the conn- 
.try, which were liberated from the detrimental effect of the old 
prodnction relationships, this was a year of remarkable succe*- x'b* 
the Korean people. The workers confronted themselves witr a task 
of not only fulfilling the First'Five iear Plan by 19h9,  two years 
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ahead of schedpl^ but. to considerably exceed the levels of"pröducl' 
t*on ptBWicd.f^ 1961 M all branches of the nation«! econowvV-      -4 „,■••• ■   7 — . ~ iOR^*" 

_ _r. e*asraiaw:te»e--of-capital inv©el»uaits fey the state for 
xv-u JsraoiiBted. to 501*000*000 won.«.exceeding-by.3?$ the capital 
^T-ssfewsstäs KÄde ia 19$7«   IMustrial production Increased br lift 
'^'f •-■:-^:>%'. the second half of the year, due to reeom-cefalnees 

•■•» --i «,fia j!«j.itet?..oa of local t»t$rial eraaie 1*060 a^erese sised snd   " 
ffircali OTiteyj>rle«A-ware constructed without additional'capital inveg+L 
sfc-nr. iVött the %&rG&&aäfci   ÄgrÄCtÄal cooperatives financed-the     ' 
eomirtjettoäi of a ■■large number -ot industrial and other concerns.. 

_  Capital inrmii$mk,& in industry increased by i$$   20|\ef which 
W83 invested in heavy industry, and 11$ in the light industry,-   Sowe 
?&* or 2;?2,OC%O0 son of the .entire «atount spent for capital ia*"-: 
^B?^aa«ats   was spent on tÄ$try.,: .'•••:'•"'.. 

_   -.•-.. A« "a reetüt of the extensive capital- investments nade during 
Ci& »ostvar period,(X95U-1958) the annual.rate of growth of the 
feanofactcre of the.'xaaans of production amounted to "an--average rate 
of 5^fc, and that of cpnsusier goods was 3)4$*. The' production of trac- 
tors, excavators, trucks, bulidoaara, Electric' wine., traotorai ittrf**» 
verbal milling- jnaehinsa, automatic weaving looms»' electric'was hing 
mcaisies ana nsajy other articles never before produced in Korea was 
westered in 15?58* ^ee Note/   -   .'/.•-;:    ■'       •■ ^ -.-. ,     . 

■(^ot|7 "NOT Korea,« No 100,.'1^9, Supplement» pp 2*7«) ' 
In 1959 the budgetary appropriations-for capital investments"■! 

amounted to 772,000,000 TO. :' Government enterprises and economic : ! 
orgaaisations will invest 230,000,000 won out of their own funds. -i 
72**3» of the capital is invested in. Industrial building and 2<>#7J{ i 
are spent on the construction of homing and ths building of social-l 
cultural institutions, Some 77.7^ of the. 1*67,000,000-?© n allocated I 
for industrial building are desl.ga.ated for use in the development I 
of metallurgical, machine building, electric power, coal, chemical | 
and. other branches of heavy industry.   /See'ifete7 :' \ 

C^oteJ M££g&2Ss ^A1* -19597)     ' '   •■ , j 
Capital investments by the Bownment in agriculture a»is      •   I 

increasing annually*   Taking into consideration its weakened •'■'. I 
«atexlal and technical basis, t*tieh suffered great losses' durim? thai 
war,-, the government spent 120,000,000 «nin capital investments on | 
tnav isdys try du ring the post war period. . These sums were used for : 
tmlding irrigation systems, river dams, and an expansion of the ' ■ '' i 
network of machine rental stations. f&e@ Note/       ' 1 

(4fcte7«'Mew Korea«, No 300, pg 28.)   . *■ j 
■■ . M increase' in the absolute volume'of capital Investments 

by the state in agriculture is accompanied by an increase in the 
»bare of all state capital investments in general, which is substan- 
tiated by the following datat 
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195?    X9^ß.   • 1959- 
(plan) 

• Amount (million won)........... .v 20-./   . U5 .■   . ^°3 

Share (percent) .».».... *..» .-♦ .»»■••• 5*5' ■    8 „9     10.5 

' Therefore the voller" of capital investment by. the state in . 
acri^Jltwe'increased by over five times during- a three "year period,   ■ 
and ito shore of the total volume of investments increased alrooat 
two fold. • '   ' ■ 

.   Du« to the' convera of the Labor Party and of the State tl -• -.: 
area under agriucltural crops was expanded by {?U,-000 tenbao am the 
»achine rental stations mechanized Blowing, aoviag, cultivation era 
otW-tvw* of field »* over an area of 8^0,000 tenbao.    **mlng 
195« the construction of over 10,000 irrigation system was in 
process.    As a result the extent of irrigated rice,fields w.11 
roach 9li of the entire area wider that crop»    . . 

"In addition tr- budgetary investments of capital, the fp-vein- 
»prt ^tended cornideraMe aid to agrlcaltur© In the item of credits. 
Drrlnp 1G$V19$fi 2L3.O0O.O0O «on workth of credit was granted for 
J;feltera; aii for'1*59, the ^eminent, thx^h the^^l*ral 
B&rik,is extending credit counting to 250,0 t>,000 w>n for promotion 

""imrn is'a vMescale development in the extraction'of irri-, 
ration protects at the expense-of the egricultural cooperatives 
S^el^':    Oarlnr 1959; for instance, tbr aftrioxStrral cooperatives 
WiVinvost h39'loo6,0-c'i« in the  eultrral and oroduetive develop- 
rant in the villas*    v&de scale development has occured in the con« 
section of average aland and swsll   electric power state-ens, finan- 
ced by the c*»«etive0, in ordor to resolve the  problem oi swrcOying 
electricoowsr to the village within one to t» year?, fee ^te/ 

■(/ETot67 Kodton Hsinmia, 20/11, 1939;  "New Korea», Ho 101, 1959, 
„„       ß I'. 

■   *■  Th* PporiLe's Government devctos considerable attention to the 
restoration oV cities and villages an: well as homing Which were 
destroyed;    The livins space beinp added each year xs increasing.    ^ 
IHiri^* the coarse of £he Thr-o Year  Plan 13,1*00,000 square mc-ters of 
homing was -constructed, '5,1(30,000 square »eters of which were      . 
fiwnced bv the povenunerit. /$ee !{dte/. .Workers and employees ro • 
coined 1.51.0 thousand sqtB raters of living space fron the £>*>rn- 
mont dwir»? 1<>57 <U536 wore than in I95&>» »&* in ^So — 2,<£U"    •   > 
ttaus«** sqWre meters of horsing were r»de available, an .increase of 

• k5.5«.    In addition to that, 30,000 dwellings wsro cons toe tea at the 
cooperatives and financed by the peasants. /See Itete, . 

{/ixote/taon Hsinmim, 15/IH, 195?.) 
(fsot^^nte^rKo '3, 195a* Supplement, pg 38.) 
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In 19.58 the govemenrtn appropriated 177,000,000 won for the 
construction of-dwellings and 66,000,000 won for the construction of 
social-erüturai; itiatitutionsj 82,000,000 won were allocated by the 
budget for cor» trncti on work to be done by the enterpris es ani or- 
ganisations themselves, utilizing their own manpower and rssterial* 

Q?°%7 3!£^SLS3^SÖ*'-'.?
G
Ä» 1959«) 

Ja addition to bei-n£ used as capital investment budgetary 
funds are also used to-supplement'the turnover funds of "the economi- 
cally accotuitable'tenterorises and organizations. -; In. 19?!?»- for ex- 
ample, 31^000^000 won Mere soent for this purpose, mi. in 1959 — 
21.8,000,000 won (1.8 .times greater.than In 195-)«    Enterprise f-ands 
are soent for'these.purposes to an- increasing degree, in addition to 
bank credit, vhic eorrorised (according-'to plan): l^OCO^OOO yon in 
1955» 58,000,000 in 1956, 98,00O,O00 in 195?. £>ee KoteJ 

(^ffotsy^ Compiled on the basis of data contained in ttie budget 
reports of 'the Minister of Fin&nce of the KlDRa) '"'.■' 

Other expenditures, associated with fhrhter national .eoonorii. 
development are also -financed 'through the state budget,  such expendi- 
tures as the cost of operation of'the state enterprises and. organiz- 
ations (686,000,000 won in 1959), exnenaes involved in loner irip 
prices are compensated,, damage caused by the war etc.---. 

^^i*^,^«^.^^ place', in. the share of budget 
or any proportion'of exp^itures,    Their portion of -the'budgetary 
expenditures increased from 9*8$ iß   195b to '17*9% in. 1959» i.e» an 
almost double increase.    Absolute-amounts of the* budgetary expendi- 
tures for social-cultural 'measures aaw incresstag systematically/) 
fKan 79,000,000 won in 195h to ko*,000,000 won in 1959* i.e. an in«. 
crease airoimting to 5»?- times,    it the same time jt>,'ig mgnwaftl virith the 
sharp increase in the social-cultural expendituresAbesp was an espec- 
ially significant increase in their proportionjÄ-aÄ-o«dgetary'ex- 
penditures? *    This ^a direct result of the su&tess : attained by tkc 
Kspttb-y* in restoring the economy and the high-'tewrpo/i of .development 
of the national eeonoray. 

During the last several^eara part of the expenditures for 
social-cultural "Measures &^.3a^Ag. -Bade by the enterprises and organ- 
izations themselves-    In 1959, in addition to kOB,000,000 won appro- 
priated by the state budget,    21,000,000' won We being spent by the 
enterprises and'organizations.    Considerable sueeess- was ^attained in . 

were built and restoredl^y the end 
of the Three xear Flan 2,080J&mSSM, students were attending various 
educational institutions, l?O,00ö more that during 19ii9. 

During 1959 state expenditures on. social-cultural measures 
increased 3>k tiwes...by comparison tdth 1956 „**Appropriations for 
cultural and educational measures in 1959 were increased by jOf as 
compared with 1956»    Starferrfff^sÄth'KbveTaber 19!>ö geT!S!reör»«e«ipais«iTr 
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'r;0Sii^mm'et Bsdgafescty Appropriations Jfor 

(million, won/ 

KiÖOSS 

isü* :y'l'tinsel   ■ ' ■' 

fellatios «asd pesp-» 
'■&r^lo& of p€r;soii&^1>** 

!f while ksel irt „, V 4 ♦ * t,* 
&'«iftl -1;GS!:«??&^ "' 

In.l''.-;i,..-:!.'-4."5.V-'.r. .;   4  jf   ti * A « 

B^mioal celt' 

ieefc**r*r3M»^^ 

(fp&tew. Otsip&led on the. basis of. data fro©, budget reports by 

Äteftf«pfiff! c onpnlBbiy    -». 

»plÄfiÄi^WÄ) persons' 
£Ui^ s§MBä«ife«**^^ there! 

W&JSOT?^^ U£ new-     ' 
^efe&stafcsefe^ ': .    ■• ■} 
™gam^^m^^^^    ■". .  • ' " -    ■ ".   ' ,'  ••! 

■ , Koticeable deYeloprceat was wade in seientific-rsseareh wofk, | 
In i.y$6 the «u»iber of .scientific workers • increased -five'times in Son» j 
pariaon «ith 1953•» Expenses for the development of 'science are 'in- • { 
cr&iBixfrsjslmi&tlc&llyt . in 195? along with the JLO,OO0,-OOO won app« j 
ropria&a by the state btidget» 5,000,000 was allocated by the ecot f 
ic orgaaiaations tinder".'the jurisdiction öf -scientific.,instituterra. 

'. ".r ?he p,tl>lic. fealtb network developed"signil^ic'antly.' In 1958 * 
the mmher of beds increased by almost 2,000 and in 1958' by over 3»00Ct 
SoJae 230,000 workers'and employees ware resting in the s&aitoritms  ■ 
©ad rest 'hoises, during the Three Year Plan the tiumber of hospital bed 
increased by 11,£00,000 sore than in 191*9.•' Medical-epidaai-oiogical 
worlc advanced as 'well, ■..:■■■■...■.  _ . 

•.Considerable success Was'achieved toring fee prewar period 
in the development of the .national' culture and art, '■»Men serve the ' 
people« %• the end'of the Third ear Plan 255 artistic and document 
^ry" films were 'released by the potion piettare studios* during 1958 
S68 theatres and motion'plctiares studios «ere' in. operation* 

:J'*',li'!".'ir>iwsf:i!»j«s5:W;,,R 
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Äs^s. restü-t of rational use of biid^dtaiy funds for the restoration 
ana further development of the national economy, and.for a steady in- 
crease In the welfare of the'population, the KRDR attained significant 
success xn Improving the'material position of the workers. ■ The 
employees * and workers'" wages are growing, from year to year, retail ;   ' 
prices are dropping, -tIK.grants' incomes' are growing'as wall, 

_ inuring the postwar/^''eriod the government icmered the Prices 
■on widely used commodities on several occasions.    In 1?56 rAc^'for 
gooae^inwolved in state and coon«stive trading were \j& below those 
of' 1953, and in 1956 the retail oriefes drotnoed l:v2# below the 19**7 
price levels« ''*'..'      ''■'"- 

General standardisation of the wage system for wker? a«' erp~' 
loyees -«as aeeoynplishsd in 1956, the wage rate system far wr'-cers as 
well as the pay scale for engineering technical workers and employees 
vag altered.    As a remit of the wage reforms the ave?&?e income of 
tf>c inaicateö group of workers as well as that of the military personnel 
was increased by an average of 355«.    The tuuter-issid group of workers 

■ benefrted fror; these reforms the rest, ■  •    " 
üüi-Ing 1957-1958 there was a.further uncree.se irHncoxre for the 

fcorkers-j  engineering technical personnel and emLoyees/ ' 
ötartinj» with «Tamiary-1959 the incomes- «tfrworicers &rd emplove*»sf 

in admtion to the students5  stipends-were again raised tv- an averaetj 
ox IA&.  UNot^»New Korea«, No 100, 1959, Supplement, Pp 9-10}. 

^      the material welfare of the peasantry is likewise,.rising, 
during the postwar peri cd the government undertook seritras >,ea?var es 
for lightening the tax harden on. the peasantry, -which y along with 
other roeastires brought about & material growth-in their real incomes« ■ 

In 1955 overdue taxes an kind, a?«o-ontiR<? to- sever»:! teas of ■ 
thousands tons of. f^r&iR were cancelled by the governmmt, as wöl»  a«j   ■ 
toe peasantsf indebtedness to the banks,    The fixed prices of a msrber 
ox agricultural eroos w»ro raised» 
^ Free chemical supplies were provided on more them one occasion 
00 tne peasants by the workers' class as aid, in addition to labor *dd 
areorinting to several million wrkd#pu 

As a res'a-i-t of the successful development of agriculture dicing 
195b" the peasant incorres increased as follows:*  (corosred with 1955) 
2*6 times is potato .crops;'. 1.5 times, in graintand 3.6 in finpnn>ai 
income.    The peasants' standard of liviug/,on.the whole, is now better 
taan tnsx of the middle peasant»  (See Sgd^ft^Jtelrammj 20/11, 1959) 

One of the indices substantiating the growth in the -fen-be-Jr.- 
of the workers of the KNUR is the rising retail turnover of good* in" 
state and cooperative, trading, Bhieh, in'1956, wss twice as .kUh as ' 
M^19U5' Cat 19h9 trices), and w>s ?.t times higher than in 1953. In 
195? the retail eoir.ttodlty turnover in the sfete 'and'cooperative trade 
increased fcy 5?^ compared wi*h tha 1956 level, arid in 1958 the 
increase amounted to 1^3% by comparison, with 195?« 
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With .an. Increase .in expenditures for the development of the ' 
?^\-S fcono^ and the-social-cultural measures, the povcrm-nt of 
tfto hm>h  ig systematically curtail in?? expenses for rraintaintfis? the 
government and for military needs, Burinp the Three Year KLanexoens- 
es xor »aintainxfij; the ..ge?erraental apparatus decreased br 10,000 000 

■won, and -their ©hare of = all the budgetary- expenditures decreased ' -•- 
J*n% to 0.1J6« A cwtnllment-of administrative earoenses is conH td a» ■ 
at täte present time. In connection with the overall. lucres in the 
voters' end employees* wages, expenses for the maintenance of the 
government have, in absolute terras,, increased over the- pa«*t two-three 
years, even -though their share of all of the. budtrotaiy-expenses de- ' 
creased considerably.. In 19^9 onoropriatiens for the maintenance of 

' the government wsre  cut by one million won. as corcoared with 1958.' ' 
. _ ■ ■ f    . Defense expenditures decreased* from 71,000,000 won in 19^3 
w> 03,000,000 won in 1958"and 19*2 j their share of all the budgetary 

. expenditures decreased fron 6% inl9$h  to 2.8$  in 1959. By condrctW 
e peaceful policy the government of the KNDE recently, decreased 5ts * 
KTS^fo- ^ 8rJ°°? ?sr2ons* Jn a1jto of 1958, in coordination 
with trte Cninese People's Republic, the Chinese-peoole's volunteers 
were witndrawa from the northern, part of the country In atares. ■ 

In_contradiction to the peaceful, policies of the KXDR the 
reactionary- Li gun Kan clique, urged hy the American imperialists is 
conducting an aggressive policy, accompanied by"an increase in military 
«rpendxtweo ana the armed forces, it calls for a military attack on " 
the KM)« and maintains foreign military forces on the .territory of 
Soath Korea,. ' .'.'.. 

A lion's share of all the budgetary expenditures in South:Koree 
are devoted to the maintenance of the anry and. police* In 3 9E-? mil- 
itary and associated expenses comprised 1.L? billion hwm, havim» 
increased by almost three ttees since 19*3 (year of the armistice,)and 
in I95u the military expenditures of the ii S'in Ms» authorities increa- 
sed by an additional 10.2 billion hum  above their 19*7 level! Q?t of 
the total amomit of budgetary expenditures of 336 billion hwan, over 
12u.l billion hwan or over 36$ were appropriated directly for military 
purposes^ Military expenditures consume all of the internal rever - 
of South Korea and during certain years they even exceeded the touJ 

■ revenues* ..'-'•'•.'. 
In addition to that large stuss .are. allocated for the mainten- 

ance of the police. A large portion of the approorlatlonä for the'so- 
called «restoration of economy*" are invested in the -construction- of 
military wharves and eotenrunication links; On the whole eynendituree 
for the maintenance of the army and police comprise' aooroxisiätely 70S 
of all the expenditwe* of the li Sun «an government. ' ■ 

The South Korean Artiiy at the present titse consists of almost 
750,000 men and. i» one of the largest among capitalist countries, ■ 

^ Simultaneously Id.th the increase in military spending, app- 
ropriations for social-caltrral and economic measures are constantly 
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: being increased.:     ' .: . 
The South Korean' has a chronic deficits In fiscal 1957: for 

instance, budgetary expenditures exceeded their revenues bj 169*3 
billion hsran, i.e. the deficit amounted to $k.$%  of the total budget. 

■•African-"aid" is used to '66v*r:'tfaer.-dificit, in addition'to «any'In-" 
. term.!, loans sm& i.Bmm& of papsr w.omj-*,   ■ 
, ^CÄl^EBdgstß .(•.;.•   ''.■•. 

la &s80>elation with the development of the local 'eeonoay and : 
\ expansion in ths rights of the local'organs e£ government the role of 
; IOSEI budgets is- constfently increasing•        ;•'■'■ 

Ths OoÄliiiioFi of tbt Central and Local Budgets 
... •',., -;v'of the* KMDR^ee No%T ■    " ' 

.-...,   -■';.'"■.    (jsüllioß-won) ' :* 
Xe&r"" 

! 1954 

Ikpendi^ 
tST'iSS ,«,. 

State 
budget 
amount     , -     A ■ .   rf 

902 

806 

11955 
Eevermes!).*^ 1*082 
Ikpandi^V 

;    ^v.J 1,006 

|l9f>6 
;    Sevenues.* J     993 
I     Esependi-    . 

tures......      9£6 

1957 .l,2£L 
Beveauas..« 

■     Eepesjüü«.... 
;     tures,,.*,4 13.022 

'i 

;i9>8 
]    Besvenues * • «s 1S53Q 
!     Ete&endi 

1 

'Ösn'&raT^ciieir 
XneljÄjig_ 

frares.*...J 1,315 

Be7exra@s*»j 2>325 
fejsendi^'    ! - 
ttares.i**.J. 2,281' 

823 

72? 

919 

880 

■   851 

.1,092 

883 

1,175 

•   960 

lj 597 

1,553 

91*3 

90 »3 

91,8 

yi»3 

88 »6 

89.0 

87.3 

86«1| 

76,8 

73.0- 

68,7 

68 el 

'fJoc^Tbucliit 
iÜSÖUBt <£'■■■ P.. 

79 8.7 

79' ■9,7 

■ 

88 8.2 ■ 

87 8*7 

113 ll.U 

105. '.':'• ..',■■11.6 ;'.■■ 

159 12.7  ■''•".' 

139 13.6 

355 23.2: 

355 ' '■   27,0       '; 

728 31.3 

728 ' 31.9 . 
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; T/ßtöe/ ■ Computed oh the basis of data contained in the bucket 
reports of the Minister of-'Finance of the KHDR and the state budget- 
ary laws,) 

During the postwar period with the 'growth of the"-Stats budget 
at 2„8 times? the 'total Value of the local budgets increased by 9.2 - 
•feistes* and their shere^fe the state budget increased.3.7 tiwes for 
revenue and'3,3' tircesTör expenditure.  -A particularly great increase-• 
.in the local budgets together, with an increase In their share of the 
state budget was'noticed during the last 'two years.    In-K-$9 the'local 
budgets accounted for approximately one third of the total amount of    . 
the'state budget* while in 195'ls. they smottnted to orö.y:$%*   'This is 
explained' by the fact that many enterprises and organizations have 
been transferred to the jurisdiction of the local organsTof government,. 

The most important sources of -r&reme for the local budgets 
prior to 1958, were the receipts yielded by Iocs'! taxes and the profit 
taxes from local industrial enterprises.    Those revenues were quite 
inadeouafce for the needs'of the  local budgets.    Therefore,;, a portion 
of the local budgetary exnenditvires were mderssritten by national 
revenues.    The amount Of s^oropriatiens for thispAirocse were deter- 
mined 'annually by the state budgetary'laws.    Regulatory- revenues,-   . 
which were tiartially state budgetary revenues an* «artialljr lotfal 
budgetary revenues, were the ttar-nover taxes paid by the , enter pri ?...,: 
of local' and nrovlncial iwisdietirin, taxes on nön-oorKodity cper- .• 
stions, and taxes from -cooperative and'public, enterprises and organi- 
sations as well as the income tax paid by the .population.■ 

In addition to the above,'the  central budget subsidised those 
provinces trhich Msd a lack of local tegalatoiy rovenue;    In 19% t 

for instance, subsidies were provided for two-provinces.   During: 
thatyear the -provinces were auoropristed. fxiH -revenue from their 
timber production,    In 195? sll the-orovinees were subsidized. 

.Revenue Structure of the Local Budgets,   ^ee Hote/. 
(aillion won) • 

To'EaTrevenue... .TTooTT'100.0, "lL31.TI?IöoTÖ«'" Iff^F lOO.Oi 728 Jf 100.0 
Including*          .         «          -   tf6l

,.Ii?;7» 185.8' 73*0,569.0'  78.1 
local reronne.... * .50.8 »  50»7J.   •<>• V.■**•f*       ■    .» ,          ! 

Deductions froa               »          .   . ., 8» ?fi( 8«    53.1« 2^.8*1^0^   21.? 

Grants from the ' "' *    '      /'■ „ ^  ^ >»•' ''    < £l      2*2t   - '   '     ' - ' •' 
central budget'.** 3*3*    3,3.    3'"» -*oo} 1        -   , 1 

(^oteJ'Compil ed on the basis' of data, contained in' reports made ' 
by the Minister of Pnance of the KKDtt and An Hie state budgetary laws. 
Flan, datft.) ' '        ■ . 
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In 195? the turnover tax -from the state enterprises was • ' 
credited to -the central budget in its entirety* The consequent gap 
between the.revenues and expenditures of the local budgets was covered 
by subsidization by the central budget. 

The sharp i-ncrease:,;ife the share of the individual incoines 
of the local budgets during >i:9$8 is .explained by the fact that they. 
were granted all of the.'revenues yielded by the. turnover teat and ttie 
tax'on non~commo&ity operations of the cooperative organisations and 
enterprises, äs well,as the tax paid by the state enterprises under 
provincial, jurisdiction in addition to the income taxes raid by the 
cooperatives and the population, revenues fron educational and public 
health, institutions, revenues from the timber'industry and other 
sources,.which were formerly regulatory, The turnover tax on the 
state enterprises under central jurisdiction again became the re- 
gulatory revenpe«, 

.The principal portion of the expenditures for local budgets 
'of the KHDR are in the economic construction and social-cultural • 
measures , Recently appropriations.-, for the indicated purposes -have* 
as a rule,'comprised U/S of all the local budgetary expenditures» In 

■absolute volume these expenditures increase frora year, to year. In 
1959 expenditures''for the national .economy amounted-.to 3$1,000,OCX) 
won, i.e. almost 2.5 times more than in 1958. In 195$ ls.6,300,000 
won were appropriated for social-cultural measures and in 195? 
73,}*00,OOO wonVere arraronxiated for that puroose, while in 1958 
105,^00,000-won were stipulated and in 1?5'9 191,000,000 won were 
appropriated for the social-cultural measures i*e* four times greater . 
than in 195$.  During the past three years the volume of peripheral 
expenditures for caoital construction only amounted to 27,200,000 won 
in 195?, 65,900,000 in 1958 and in 1959 they reached 23b,, 000,000 won., 

■ In complete contradiction to the development of the national 
economy and the systematic improvement in the welfare of the workers .. 
of the KNDR is the economic deterioration and the hard and constantly 
worsening material situation of the workers/in the southern part of 
the country. ' . 

The only way out of this catastrophic condition,.which is 
prevalent in South Korea, is the evacuation of ocaipation troops from 
its territory and the unification of the country on a peaceful and 
democratic basis. 

10,107 -WD - 
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